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PREFACE 


indian sugar ■ industry is wurking undar '■■thfe' effeuti¥e: 
cuntroi of, the Governn'ient since ' Apr i 1 , 194S»'.., The .sugar 
policy f raified by the Goverrirrient ? is an inst ruifieiit to regulate 
product ion distr ibut iori, price., export and' iifiport of* the 
sugar* The real success .of the' sugar policy can he judged. in 

f. 

the terins of » Ca) the sugar policy must alloM# sugar to. be 
available to the consufiiers at a reasonably lo^ price? Cb) the 
policy must protect the interest .of sugar maiiut actor ers and 
khandsari produtersi Cc) it must afford a reasonable' rate ;■ of 
return? both to the sugar .producers and cane yro%?ler5^. Cd)- 

after satisfying internal demand, sugar should be expsorted to 
other countries and import . pol i cy of sugar- should be so 
balanced that imported sugar should not hariTi the internal 

industry* In this context, this study intend to analyse' 'the 
present crisis in the sugar industry .and to suggest 
a 1 1 e r nat i v e pn 1 i cy f r amewo r k'- 

Uq have received guidance and help, from a number of 

c*ersons durino the course of study* 14b exp^res'S our ■ Lsrofouiiii 

obligation and gratitude .to Prof* G*P= Mishra. Director., isiri 
Institute, of' Development .Studies? LuckncufeS ' not only 

prov.ided funding .support but- '.also spared .his %^aluabio .time'- to 
.quide us* l^e also received support from . the. officials of 
Q^fie C oiFimi ss i one r * s Office? L.uc.kriovi« m p^ar i-i cular,* , , i"©©! 
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INTRODUCTXON 
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ssugcir Indusliry is one o-f ■ the largest organised 
industries in India. This industry has a great significance 
which can not be devalued in its relation to agricultural and 

X n ClllS L- f" i -3. 1' 0COIlGfBy Ot "t-riG r'iif’3.3. O'? "X-Hs f" o ! I i's f f v' ' 

million farmers and t-heir families besides large rriass of 
agri ciil ty ral labourers are involved in sugarcane cultivation 
auu 1 t,s nar ves L i no operation^ Over 4- lakh ' 'workmen ^ are 
directly employed. EiTiployinsnt is' also generated iii various 
ancilliary activiX les. Ine indiistry thus caters-to over *7, 5 
per cent of our rural , .population. It is an industry .^hicfi,' 
affects agriculture f undamental ly , Therefore^ the SMpansioTi 
of ^Buqa.r irsdustry in India is an indispensable factor for,, the 
upiif tmennt of socio-economic life of the country. 

India . has been knovin as the oriqinal home of sugar and' 
■sugarcane. xndian mvthodQloqy suoports this view as it 
contains some legends showing the -orioin of suoarcane. The 
growth of sugar industry is fu.II .of tales of ' adverituri 
conquest . It recei ved attent icfCt of the 
Empirors and Governments froiii time to 
colonial rule this industry was pro*mo 
, c .Q ■miTi e r c i a 1 i z i n g a g r 

be linked with the urban market T-hroi 
reiatioiiSa Hence. the limited csuroo.se 
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iBuu5»^ry. , cQiilu noir L-as-^s -a coiriprsheris i vs .^iew tor, ■ ; its' 

development and the adirdnistration of the British Merchant 
Capitalist . retained its forced commercial character leadiiig 


to a au 


al structure of sugar production — capitalist and ore- 


capiiai x 'st , 


the-. forces of trade ■ comiFfer ce could 


FiOw iTiake tills iTsdiistry iBors than a coifsfiisrcial , enterprise 


a 5 u 0 1 e c X- 


Lr i ! s r o i s 


iTsarksi- forces* In 'course 


irifFse, sugar uecaisie csrie of the ■ major ’ iteffis for ifiass 
con siinipt 1 on « But the coiiimercial character of this ■ industry 


be i np 


subj ect 


irsarket. forces made its oraductiors 


luctuaXiHg in cliart^.i. ter * Ho^^ever* in free India so'ifie 


et t orl-s. 


were made to promo i-e ' sugar industry as an inteqral 


industrial development in particular. 


Ho^^ever.. for all practical purposes., the advent of 
modern sugar pracessing industry fay direct vacuum pan method 
in India may be said to have started with the adoption of a 


discriiTiin 


mating ' protection fay the- Governifient 'of 


ir then comiriariciinq tine Indian market was 


j CAT X T T £r-sjar u 


' y r r o e c 1 1 on hc t was pass e u 


1 n 1 V-jS£i ^ 


nssrs iii=» i - 1 r*n 
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o. vn aiFi i c e n X- e r o r 1 s e 
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Scf UTi iJill : 


rhac . 00 t ore. 


i93c.„ M#hen it i^as granted protection^ the position of this 
industry was not satisfactory. Industry developed rapidly 
. rom t93c: osswarus when protection was granted under the 
Indian Sugar Industry (Protection) Act. 1933. The number of 
sugar factories whicn were 33 during 1931-33 season, rose to 
ISto during 193b-3A and the production of sugar rose to 1.6 


iakh 


bonnes , to 9«47 -lakh 


irOnris 


during thi 


period. 


Subsequentiv thet-e wa= ^ 1 ^ . 

" r- cicai ly nu development in the 

sugar industry and second phase of development took place 

under the different . Five Year Plan periods. after thg 

Industries (Development and Regulations) Act. 1931. came to 

force in Hay 1951. Under this Act. it became incumbent on 

each entrepreneur to take a licence from the Government of 

India both for establishment of new sugar factories and 

eKpansion of the daily cane crushing capacity of the existing 

sugar factories. > 

tjince the inception of planning in India in 1951. there 
0=5=- ijeei! =5 gradual extension in the area of intervention in 
•-.lie industry coupled with kaleidoscopic change in Government 
= t-uwards -,iie inslust ry. The Government has been 
profr5pted to bring the industry under effective control on 
account ot i-ne fact that its p«roduct is an essential item of 
mass consumption. In addition, the price of the item is 
highly sensitive to the conditions of demand and supply which 
themselves are subject to seasonal fluctuations. Althougfi. 
there nas oeen -an overall increasing trend in sugar 
production in the count-y but like other , ..agro-based ' ' 
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industries, this industry has been subject to wide and 
sometiirres violent fluctuatxons. One of the main reason is 
that the raw material of this industry, i.e. sugarcane comes 
from agricultufe and in India due to various reasons, 
agriculture is most instable. Sometimes it suffers from 
drought and sometimes from floods and heavy rains. Other 
factor, that is. Government policies, which plays Bensitive 
role for the sugar industry. Almost all the sections of the 
industry, i.e. purchase of raw material, production of sugar, 
release of finished product and price, comes under the 
effective control of the Government. 


PROBLEMS 


Government sugar policies are a tangle of contradictions 
in our country. L.iKe other farm intervention policies, sugar 
policies have squandered farmers as well as industry. The 
Government intervention in this sector has been prevailing 
both in the demand and supply side. The central government 
fixes tne support price of sugarcane every year. The state 
government usually refix this support price by making further 
unhsincement on the plea of providing reBiunerative price of 
sugarcane growers. The sugar mills are forced to purchase 
sugarcane on tiiis price. Because of this high orirg of 
sugarcane fixed fay the Government, provides comparative 
advantage to farmers in sugarcane cultivation. As a result, 
pr uuus- 5.- i un ot sugarcane has increased enorniouslv bv 
acerage shift. On the other hand, government imposes 






restrictions on demand sids^ i.e. mills by way of licensing 
controls of mills. crushing capacity eKpansion. 

technology use and imposing levy on the sugar produced. ^ ^ 

Tne combined impact of supply and demand. interventions 
result inT;o more losses than gains and plunge the industry 
int,Q crisis. On account of state policies the farriYers were 
bouna to burn sugarcane in their fields since last few years. 
Crores of rupees remained unpaid to the farmers. In recent 
past India produced about 220 million tonnes of sugarcane, 
while country had crushing capacity of 110 million tonnes of 
sugarcane. About 26.4 million tonnes of sugarcane was used 
as seed and chewing etc. S3. 6 million tonnes of sugarcane 
was used in making khandsari and gur which produced 5.02 
million tonnes of sugar C6 per cent recovery in terms of 
sugar). For each 100 tonnes of sugarcane used for khandsari/ 
gur. country suffers a loss of 3-5 tonnes of sugar. This 3.5 
tonnes of sugar per 100 tonnes of sugarcane is actually burnt 
along with bagasses to convert sugarcane into sugar or for 
other piirpases« 

So ■ the crisis' in, the .s-ugar : industry . prevails , fiainly , 
hecaus's,of g,,over!iisieiit interventions , in the forwi of poor, .post 
.h.arvest processing ■ technology y ■ ■ poor.' sugar,, policyy , ; ■ifiiich 
go,¥e minent intervent ion ■■ and ove,r political interf erence * etc. , ' 
:A,11,' thi’s is more true irs . the case , of Uttar Pradesh,? feihere the: -, 

, state accoiirits 54 per ■ceFit ■■ of ; area of the total., area tinder 
sugarcane . ir* the count ry- afid- 47 per cent of total sugarcane:^^.,. 


prodoction of - the country*. .. Aithough? mb are prodiiciiig such a 
handsoiiie; . percefit-age : -Qt'" sugarcane in the', state / of Uttar 
■Pradeshy even then :the. share of sugar production' is very low. 
^Maxiisuiri .wastage ' of- the raw iiiaterial .'is accounting by this 
state .. 

suECTiyge , 

In ^recent ysarS' serious imljalances have crept into ' the 
production arid consumption of. sugar in - ' the country^' 
distorting the ' sugar" econofriy. Deirsand of . sugar is incrsasifig - 
at a /higher rate than its : production. ■ 'Government , sugar 
policy is not so encouraging for the sugar mil is . to ' f il 1 the. 
gap between product ion and consunipt ion . On ths'other . hand. 
Government imposes ■ rest ri ctions on mills by way of li censing ' 
controls on' ' new mills,., crushing capacity ■. exparisio.ii,,. /. 
technology use ' and impos iog ' levy on the sugar produced- "In 
this situation sugar policy needs" a neC^. posit ive ' approach, to ' 
bring sugar industry out of ' crisis. Besides this, .the study:^ 
also ' provide an insigl'it into the historical developmerft of ' 
the . -sugar industry and -its p'r'sserit position - in the -country.':. 
It would be - useful whi le formulating new sugar policy for the 
upliftment ' and' ".f urther - development of the sugar industry-'. 
-The major objectives of the -study are' as follows s 

1 document - and ' analyse the development of tl^.e sugar 

" i'ndus t ry “ 

,S:.; .To exaiFiins the price .and production .pattern of sug.ar i;n‘. 


:iii 


-o exafnine and ' analyse ' Gove rnirient siiear policv tor ■ thf^ 

sugar mills and khandsari unitsv POiicy tor the 


To analyse 


o analyse 


io suggest joalii 
and sugarcane cl 


impact of technology restrictions? 

potential of the sugar industry? and? 

cy measures to make sugar industry viahli 
uitivatioFf sustainable , 


methodology 


The present study intends to eKamine the issues framed 
in the objectives, in the context of sugar manufacturing 
sector. For the purpose of the study two sugar milis, 
Dharopur Sugar Mill (Private Sector) and Chandpur Sugar Mill 
(Government owned) of district Bijnor, Uttar Pradesh, have 
been consulted. This study is carried out on the basis of 
secondary information mainly. In addition, discussions were 
held, with managing authorities of the both mills, members 
of the cane cooperative society and officials of the cane 
commissioner’s office, Lucknow. The data available on the 
sugar industry from published sources have also been 
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CHAPTER XX 


SUGAR XNDUSTRY s PAST ANO PRESEIMT 


bugar Industry is one of the major industries in India. 
It has long history. Although, modern sugar factories started 
in the first decade of 19th century, with one factory each 
being set up in Uttar Pradesh and Bihar but when one goes 
carefully through the history of sugar manufacturing then it 
IS evident that India is the original home of the sugarcane 
as well as sugar manufacturing. The modern mill industry had 
a striking growth as a result of the imposition of protective 
import duties from 1932. Before this Protection Act, there 
were only 32 factories in the country and after imposition of 
the Act, within a period of five years the number of 
factories increased to 137 and production went up seven times 
to nearly one million tonnes pushing India to the top among 
t = .._ Sugar ,uroduL.ing countries.^ It was producing about 6.7 
P_ . the toTal world output but has been now surpassed 

in annual production only fay countries like USA, Cuba and 
Brasil. so first of all it is important to know about the 

history of the sugar industry and its present position in the' 

ceurit-ry » ' — ■ ' ' 


MISTOilCftL BfiCKGROUIstDg 


sugar hai, s-essi tc.-siu-**!! I-o I§idia for about 2 Cm 30 years arid 
there is - ample evidence t-o sho'^ t-ha1 


xFiuia 15 I-t’U 


frigirial 







home of sugarcane as also of sugar manafacture. Sugar W 
Deen mentioned in the epics as one of the five 'Amrilas' 
celestial sweets. Mothing tastes so sweet as sagar. 
Even the English word sugar is derived from the Sanskrit word 

-^urkar... The word shakkar was in vogue in Prakrit literature 

tor s ii *j s r » T fi s r s t o 'it" i c ^ - - ■ 

" is surprising that almost 

S i iTi A J, cS. r fli ^ i®" li*’’ JSb S** *» j— ' 

rark=jr=s .s founo in many different languages of 
^uf.d^ wi.n varying in prormnciation. It has beers 

iSS O ?*■ A 0 1*1 fcf LI ^ ds I,'" sr ^ i •F' O — I. ■ s* rs. 

xrs Persian, -Sukkar’ in Arabic, 

^uicar" in Assvri-=r» - » • * 

.--^=yn^n, =«s-i.if<arum* m Latin, ’Asucar* in 

Spanish and Portuguese, ^Zuhero’ in It-alian, ’Sucre^ in 

. rench, Zucker- in German and so on. The word ’Chiiii’ has 

also an interesting story behind it. It is said that the 

Cninese kin.g sent some Chinese to the king of Pal li put ra for 

getting them in the art of su-gar manufacture. When 

s.hese uhinese completed their training and were produced 

before the king during their Fare-well ceremony, the king had 

naiFie .‘'Sharkara’ also * ' « « - 

axso a.. %^hini a-, a ^ mark of friendship ■ 

between India and China. ^ 






iient-ion about sugarcane is found in the Artharva Veda in 
5U0G B.C. There is perhaps no earlier description of 
sugarcae than this in the hoary history of the world. About 
SOO B.C. sugarcane was perhaps taken eastword, i.e., China, 
where it found suitable soil for development. Reference of 
sugar are found long ago in the institutes of Manu and the 
treatises of Charka and Susruta dealing with medicine. It 
mention in the records of Megasthenese and in Arthashastra of 
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C.=ana=-.y-a xs disa traced back to the period 321— S96 B.C. 

Alexander the Great/ and his soldiers «ere the first 

foreigners (Europeans) to find sugarcane in India «»hen they 
came over to this country in 3S7 B.C. The art of making 

sugar u^as discovered in India. The cane i^as cut into nieces 

* > 

«nu crusned fay a heavy weight and juice thus obtained was 

boiled and stirred until solids formed. These solids being 
cif uneven shapes and size were called Sarkara, the Sanskrit 
term tor gravei. The large solid were called Khand from 
which the world candy has descended. The Chinese Emperor, 
isai Hang set a mission to Bihar in about 600 A.D. to 

as..ertain and stuoy the art of sugar manufacture. From India 
the knowledge of sugar making went over to Persia. It would 
thus be seen that India has been the original home of 

suarcane as also of sugar manufacture . ^ 

A close 5!.udy of the literature of the Hohammedan period 

reveais that- first class white sugar was produced from *Gur’ 

throughout Morthern India specially in Burdwan and 

Hurshidabad divisions in Bengal upto Gorakhpur in Oudh before 
the advent of the British.^ In the past, India enjoyed 

monopoly in the world from the point of view of both sugar 

proauction and sugar suppiiy. Indian sugar used to pass 

through the famous caravan routes of Khaiber aud Bolan 

passes. Sugar from India used to be shipped to Genoa, 

Veniece and many other countries. But the first jolt came in 
Turks c-aptured Constantinople and deirsand neaby 
tributes on sugar passing through the city. This trade had 



to, face . a secorid' jolt , ^ith naval blockade of the British 
%*h,ich caased hindfance to .France in.' getting sugar f ro®, Indi.ap 
Nepolean had taken . in itiative in -sugar 'production in the 
FrancSy ■ c.onseguent ly France 'succeeded in 'the ' product io.n .'of ' 


subsidised .sugar '.eKport -trade froiri alirsost; all' the '^.est 
European,..' countries^ -This gave a serious . blow . to the' Indian 
sugar trade. The sugar Industry of India? which'- had: bad' 
tiiFies in the Nineties of the last century.- One. of the 
reffiarka'ble ■ features of the foreign trade during, the' decade 
1S90'“1900 ■ was the ■ enoronous 'rise in sugar, imports? , from the 
countries ^ like ..Java and -Mauritius.' . 


Historically it is said- that the .modern process of' sugar 
iTianuf acturs was introduced in the. west as, early as in ''"'1353? 
but the same process . came to India as late as in about .1903 
when the first sugar factory with vacuum pan, p.rocess and' 
modern milling method - was commissioned in Sarao at .Marhowrah. 
in Bihar in 1904. It is said that less than three' hundred' 


aoo* "irne 


mass Q,f'..the people ■ scarcel'y-' tasted suuar 


Suq.ar was Ihe'- rares c ' .qt luKuries and- was ■ ev.eii steemed ' .as '.a 


meL* 1 Clue ; 


isangecic xnaia. na.a iong known, . cne suqarcane-. 


and the art of ' bo'i 1 ing sugar from it. Evidently the Chinese. 
..acg.uired the knowledge about it. from India in the first , .half 
of .the ' seventh - century,, .It was the Arabs who '.final ly br.o,ught 


■t,he. ■ '.pract 


cultivation of 


iqarcane l-q 


w s s i- e r n ^ r* , 


.O.f. 


and- 'Span'iards wh'i-c-h "'car'.r-ie-.d' t-he-.- 


cui..xvation of sugarcane around the world. Sugarcane was 
in KaueiKa in 14E0. It was carried into Santo 
Domengo in 1494. Early in the sixteenth century it spread to 
the west Indies and to .the other parts of South America. Ll.r 

the year 1/uO only ten thousand tonnes of sugarcane came to 

Ci reai Br i tain - ■ 


pi-riiil-ed , in i 


1 -c. |2 V I 


/-uentiy ■ true . triat ■ from ■ India cane ' suuar' 



\ sucroseJ y 

■ I cli is ■ tin i 

versal ly 

used as an- 

essential 


ccnsuifipt ion 

iteiriy spread t-o 

other c 

ountrie,5„' ■ From 

India, the 


growing of 

'sugarcane 'and 

its use 

in the ■ niak i n g ■ 

of sugar 


spread to China;, Ceylon, Java and Persia in the sixth century 
and to Spain in the eighth century. In the course of their 
conquests from the seventh to the ninth centuries, the 
Arabians introduced the growing of sugarcane and the 
manufacture of sugar into Cyprus, Egypt, North Africa, Spain 
and tficily. The cultivation of sugarcane was promoted in all 
tne L-ropxcal colonies of the European Nations after the 
discovery of America. It spread to Cuba in 1511. Haxim in 


Nations" 

after 

the 

L in '15i1y 

Haxi CO 

in 

and Peru 

and Bra 

2 i 1 

uits intr 

oduced 

the 


me i-ne same eime. In 1751, the Jesuits introduced the 
-ation of sugarcane into Louisiana which later on became 
incipal North American p-roducer of raw sugar. ^ 


i-D— i.n— Baeuta during his travel in India in IStf 

1SS.. gre-aX-iy sdffii rsd/. suciarciaris . oro^iSfri' in Iridia 

■ baf,arna,iFsah.^ = , I tie re is a specific ret erence :,to ti 
T ■ciFs e ,LrT ria. j. a c-a. r c o a s t. i“t i*" 12 "x 1 ;^ _ ”r ?■» ss i ** q c 


ceil Lury 


a ueoci: 
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ciiscri ption of • 

of ail forms of’ 


he method of sugarcane 


cultivation and makin* 


sugar and distil lat 


ion of spirits fr< 


the ’Ain-i'Akafaari’ 


Munshi Sabhan Rai of Patiala {169S> 


.had qiv©ii 


. in i- © res t i liQ descr 


3iptiGn . Qf siigarcarie i 


'Khiilasty- 


^ ni s 


X "n I. 3 ^ X |c] 


■ » ■ biier : Ai i ■■■ 


03 C 1804/ mentions in 


Hraish-i-Mahf i: 


:ias5if ication of the 


ta, durino 


.ne i/th 


j c©ii2..iirv. 


OT f.oe siigar cane df 

ss broadly accepted- Thus it 


aamics of no doubt that India is the or iginal home of th, 

syjjarcane ■ and syoar-, ■ in ■ i . ■. ,■ 


ar^e in view of the aforementioned facts of 


f! 1 s I, Q r 1 cai racordi 


SyGAR INDUSTRY DURING COLOMTAL PERIon 


M-nden Wiison observed the historical development of 
modern sugar in India and about sev’eral indigo concerns in 

Bihar, as he visited the state in the year 1SS7. when he had 
oaur. S.O Calcutta, he wrote ’Reminiscence of 'Bihar in 1867 


puoiisned in the 


year 19G3. This study amply 


demons tr-rsted. the development of modern sugar mills in Indi 


an Cl ss¥era.i. ■ indigo con earn 


:s.f, sugar, ■ in- .-trie ' remote' .oast 


s in Bihar* in facts the history 
i s .. rofnarit i cal ly interiB.irigle.ci, i^iith ' 


■4.'ne ■ history' ot indigo and saltpetre, 


-a 


y BiacK cloiua. 


over ■ .l-rie'' inciiqa 


, indiis t r Y, = .■ ■ Tov#arcls the tn 


:entiiry /indigo 


' 'Cii'i ■ tr' I ' V a„i. ion 


*L-xine ouc 


cneap synthetic indigo 


n t s r i ng i n t o .'wq rid iria. r ke t - ■ 


ins introduction of aniliiie dyei 
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Lieutenant Governor of Bengal, Ashby Eden. According to him 
factories grew indigo side fay side with sugarcane but 
valuable ’seeth* (refuse) a very useful manure was neglected. 
There are evidence in the documents of 1793 and thereafter to 
show that almost all the indigo factories in Tirhut were 
spoken of as being sugar and salt patre as well as indigo 
'manufactories’. The cause of the abandonment of sugar 
industry after 1649-50 was the high prices of indigo and the 
dye. Similarly before sugar was started in 1645, price of 
indigo were at a very low ebb. 

In 1791, the massacre of almost all the white population 
in black rebellion in Hayati and San Domingo made the largest 
producers and exporters disappeared, consequently the price 
of sugar rose high. The East India Company took advantage of 
this price rise in exporting sugar from India to England not 
as manufacturers but merely as merchants. In the same year 
179s, the Company exported four parcels from Bengal to serve 
as loaf sugar for tea. The sugar was sold at Rs. 86-6-0 to 
Rs. 156-6-0 per cent. The economic policy adopted by the 
British Empire began to give impetus to the sugar industry in 
India. There were two groups of producers. They were the 
yest Indian merchants and planters and the East India 
Company. The former were more influential because of the 
fact that the d*aties favouring the Mest Indian producers had 
been in force for many years. In 1621, the duty was modified 
and in 1836, East and yest Indian sugar entered England and 
equal terms for trading. The equalisation of duties led to 


India. 


siseabie increase in investment in sugar industry in India. 
Nacuraiiy, the yest Indians and Mauritian planters were 
yreai,iy attracted to India. Consequently by 1846, the export 
ot sugar frofri India to Britain rose to 60,000 tonnes, 
ractories were started at Motihari, Azizpur, Barachakia, 
Gorakhpur and Rosa in the yest Indian plain with an aim to 
produce sugar directly from sugarcane. Bunkut was turned 
into a sugar factory in 1904-05 with the lastest and the best 
machinery. Kachunia also was for some time used as a sugar 
factory. 

India used to export large quantities of sugar, 
primarily unrefined upto the middle of the nineteenth 
century. Till 1863-64 the exports from India excseded the 
imports. The position was, however, quite reverse from the 
year. i he first onslaught on the sugar industry ot' India was 
made by Mauritius and later from the bounty-fed beet sugar of 
Europe. The import of sugar from Java captured the Indian 
market. In this way the hard competititon from foreign 
countries made the situation of sugar industry in India quite 
hopeless. From 1884-85, the imports of sugar began to 
increase rapidly. - 

The fruitful efforts had been made by most of the sugar 
exporting countries in the world and render help for the hiqh 
variety of sugarcane. The Government succour for the better- 
methods of sugar production, either by beet on by sugarcane. 
The Java Government was forcing to the sugar cape growers that- 
t-hey should make concent- rated blocks, some time by compulsion 


,,16 ■ 

and some time by inducement from the Government side. By 
doing thisr Government wanted that the Central Sugar 

rac: Ivories should bs erected ecofioulcai ly viable. Uith the 
advent of the East Ind.ia Corrspanyy, the Indian ; sugar industty 
received, ,a setback, and European planters in the. yest—Indi.es 
developed : sugar industry* There was? ^ some t.eirspcirary 

revival in iS36 ivhsn the rates of duty„on yest Indies sugar 
were raised* But because of. the adoption of the', pririci pie of 
free trade by England in 1346? the Indian industry receded to' 
the background. 

It is worthy of fnention' that the ' increase in the 
quantity of sugar imported from foreign countries was' 
obviously visible in spite of a' heavy iffiport duty levied by 
the Governirient * The range of import duty .was from 50X to 
over 100X and as such the Government of India received, a ■ vast 
aiTiOunt of money theref rom. In the year 1900— Oly for example? 
the earning of Government of India from import duty on sugar 
was pf the order of Rs.53 lakhs. Though? there, have been 
ext raordinary high expenditure and remarkably high revenue 
yield from sugar import for many ■ years ? the Governirient did 
not. realise the full signif i cance of the developiment of the 
sugar industry until aft.er the Morid yar in spite of ..its 
Matiop=aI impsertance from the view point of agr i cul.ture ? rural 
and' irsdiist.r iai economy. * V Iirifsort- - of sugar .f igured 

pro'irsirient iy till it suffered b, setback during the ' year of 
..yo'rld .yar I? when on a average the' annual ■ impo.r.ts ,, . were, 
5,31.,713 tonnes as against the previous annual average of 





/,ii3^-/i5. sne peak figure was reached in 19S9-30 when the 
import re^icned the all high figure of 9,30,600 tonnes. The 
possioxiity ot utilising the sugar resources of India was 

-^Q. lo i Without any fruitful result ty 
the Government. In February 1919, y. Sayer was appointed by 
jovernmuni. or xndia to cmpiie relevant data as regards 
the best method of exploiting the advantages this country 
possessed in respect of sugarcane. yhen the position of 
sugar industry was SKairdaned by Indian Sugar Committee 
<19E0), there were SS sugar factories in India working only 
wivh sugarcane. Of these, 10 were situated in North Bihar, 5 
in United Provinces (U.p) and 3 in Madras. Of the 5 
factories in U.P. ,3 were located on the borders of Bihar in 
the district of Gorakhpur. The poduction from the IS 
factories actually working during 1919-20 was only £3,100 
tonnes ot sugar ana the production was approximately equal to 
the prodaction of three average factories of Java. 


..ndia has been an exporter of sugar upto middle of the 
19th century. But soon after it began to import refined 
sugar, mostly from the British colony of Mauritius. From 
1S90 imports of bounty-fed sugar from Austria and Germany 
began to increase. This was bound to affect the imuoft of 
sugar from Mauritius and manufacturer of sugar as well as 
cultivation of sugarcane of India. It was estimated that on 
account of dumping of cheap E»jropean sugar, cultivation of 
sugarcane in India had decreased fay 13 per cent. The period 
also witnessed widespread closing down of sugar ref iner ies.^^ 
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ricJi enterprises. Thus the yorld yar 
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Poii ’ey ill ' pro os r 

industry too . 


perspective in the best interest of suqai 


yith the end of the war, the respite from foreign 
competition was over. This caused an immediate setback to 
the industrial development. The general import duty was 
raised from 11Z to 15% in 192E, but the import duty on sugar 
raised from 10% to 157. in 1921 and to 25% in 1922. The 
question of adopting a policy of protection was taken up by 
the Indian Legislature in February 1922 ors a non-official 
resolution of Mr. Jamnadas Dwarkadas, a member of Fiscal 
Commission. The resolution was finally accepted by the 
Government of India uner pressure from educated public 
opinion. The war period may be set to be the turning point 
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SUGAR INDUSTRY AFTER INDEPENDENCE 



nt . of India « A ne*^ era coiBiiieiice'd far 


deve^op^sens, m the Indian Sugar Industry during the last 25 
years was the esrsergence and rapid growth of the co-operative 
sector primarily due to the preferential treatment given to 
i^nis sscdtor by the Government in according licence and 
^iiTing Tinant-iai. assisi-ance. Of the 96 factories working 
under cooperative sector in India in 1974-75 more than one 
third were established in Maharashtra. The tropical belt has 
brought about outstanding major changes. Of all the states 
in the tropical region^ Maharashtra alone comprises of Hiore 
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In the First Five Year Plan period the volume of sugar 
production was IS. 92 lakh tonnesj resulting in an increase of 
69.23 per cent over 11. IS lakh tonnes in 1950— 51, on the eve 


of planning period. 


role of industry in the Second Plan 


was also squally commendable. The Second Five Year Plan had 
boosted the sugar production to 3C*.ES lakh tonnes with 170.84 
per cent increase over the praduction in 1950— 51. With 35.37 
lakh tonnes in the Third Five Year Plan, the percentage of 
increase in production was 215.92, this exceeding the target 
of 35 lakh tonnes fixed under the plan. In the Fourth Five 
Year Plan, sugar production had touched 39. 4S lakh tonnes 
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1 :^ 1.111 .Hxgrier ..at aociyt 51 lakh, tonnes in 1970-71 • .The . s.'uyar 

production improved ta 38. 7 lakh tonnes in 1972-73 and about 
3. .4w ..£S}t.h tonnes .in IvTS— 74 due to increase ' in sugarcane 
acreage and its production. The industry had achieved a 
sugar output 47.9 lakh tonnes in 1974-75 against 39. 4S lakh 
tonnes achieved during the preceding season 1973-74. The 
sugar production during the season declined froirt 47.92 lakh 
tonnes in 19/4— 75 to 42.61 lakh tonnes due to severe drought 
conditions in lamii Nadu as also due to decline in production 
in U.F. and Andhra Pradesh. With about 58.42 lakh tonnes of 
sugar during the FiPtn Five Year Plan., the country had iTiore 
‘thsn Dsr cent- increase 


Doe to afeundance o-F cana supply and' its lo^er 'off-take 
hy Giir and Khandsari producers? the sugar factories had , ..to 
crush more carie during 1977-7S season utilising S7 per cent 

of the cane crop as against their normai in-take of about 30 

per cents: The irsdustry achieved record* sugar production of 
64*72 lakh tonnes by continuing crushing, during the hot 

summer months' ..***ith an' installed -capacity . of aBout 5,5 lakh' 

-tonnes* ' The ■ Governiiient - of ■ India had ■ esti-ifiated ' the 
regiii rement : -of. siigar at . 76*40 .lakh tonnes by the end of 6th 
Five Year' Plan i'-e? -by the year iv*S4— 35* ■■ For achieveifierit of 


the 

targets of he 

installed capacity 

and .1 

i censed 

■ad 

'been - put :. at 

SO- 4 and 96.2 

lakh 

tonnes ? 

y * 

India had the 

unique distinction 

O'f ■' be-'i 

'ng ..the 


respectively'* '""X'liclia- sia.G '- tr'oe. 'un Ague uis cinc-ciuii ,l?t ■ ue-ing, ...iruu 

world^s laraest oroducer of sugar in 1931-62 viith 6*4 million 




Si-vCeeaing i.r!e production of Cuba and Brazil. « 
notaPis feature of the season 19S1— fiS vtfas the achievement of 
an all time record sugar output which was initially 
visualised at 75 lakh tonnes actually turned out to be much 
higher at S2.3 lakh tonnes. In this wdy India isaintained its 
class in the top ladder of the World sugar producers although 
it relegated to the second p^osition next to Brazil in the 
season 19SS-83.~^ The Sixth Five Year Plan had increased 
sugar production with 449.55 per cent increase over the 
production in 1950— 51. 

However. the sugar output had declined to only 59.17 
lakh tonnes trofti SE.30 lakh tonnes in the previous season 
with the decrease of SS per cent. yhile the overall 
sugarcane f^roduction had declined by 6.6 per cent, the sugar 
output declined by as much as ES.I per cent. The sugar year 
19aE-S3 corrimenced with a carry forward stocs of 3E.? lakh 
tonnes. Hith the production of SE.3Q lakh tonnes and the 
off— take both for interal market and exp^ort was also higher 
at 64. SS and 4 . £5 lakh tonnes respectively. * During the 
^ 9 g 3 _g 4 season, sugar production declined to 59.16 lakh 
tonnes. In 19S4-S5, the position of sugar producton was 
61.44 lakh tonnes, which was slightly higher than the 
previous sesson^s 'prodiictiQria,:' 
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The pragmatic sugar policy followed by the yovernment if 
the first 3 years of the 7th Five Year Plan has helper 
increasinq sugar production substantially througn Betsei 
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allow impori of sugar. About 15 lakh t 


OFines; ci-f sugar.' .was 


reported to have been imported making a total availability of 
145 lakh tonnes of sugar. Sugar production rose in 1994-95, 
pre-dominantly in Maharashtra, Uttar Pradesh, Tamil Nadu and 


Karn^-.ak.., In this season an aii time record output of 146 
laKri tonnes, which was a substantial increase of 50 pe? cent 
over last season's output of 98 lakh toimes. The record 


es« I he '■ record 


production after meeting internal demand of about 1S1 lakh 
tonnes left a huge surples of 25 lakh tonnes. Keeping this 
in view. Government suspended import and permitted e.v,port.^^ 


Table 2.1 reveals ■ the 


e various aspects of sugar iiidustry 


since 1950 51 to 1 995-96 ? , such aS' the nuifiber of . sugar. 

factories in operation, total cane crushed by them, total 
sugar production and sugar recovery percentage, both for 
Uttar Pradesh and India as a whole. The suoar units of the 


country .and 


slate have' grown graduallv over' the years, 


There were 13S uni Is in , India' and 6S units , in U.p.y in 1950—. 
51,5 , 253 units in the country and 74' units in U.F. ' state . in. 


■' 1 : 975 — 7 ^ 


arsd 416' units in' cour?try and 116 units- i'fi ,ifur state 


these -years.. ■ 'T-he' ' production -. . of ' 


-..s.uqa r a i s q r use 


n ix X a ■ t" r Oils *i "i = 'i tx 
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,164o!o 1. lakh tonnes.' in .■1995— 96- .'The share of' Uttar Pradesli 


-.also rose 


:""f995-96.-- ''..".Tabl^ 
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ikh'.. tonnes in .1950— 51 ■ to 43-.79 lakh . tonnes 
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and 


iisua-iiy pay higher prices to' ■ sygar cane growers 

Xriti-=- -sugarcane is diverted to gur and khandsari units froin 
smgar miils= On the other hand, the rise in production of 
sugarcane aoes not ensure the rise in supply of sugarcane to 
suyas mills. -3Uy-ar mills have to work under certain 
constraints, such as the minimum statutory prices of 
sugar 5-aiis a.i!u tne prices fi>;ed by the state government, 
•_C!n«.rQi on sugar production, sale and prices by the 
■government. ous, tness constraints are either minimum iir the 
case of Gur and Khandsari or not at all. It facilitates 
added advantages to Gur and Khandsari units in the field of 
consumption for sugar-cane. It is natural that overall 
output of the sgarcane has an impotant impact on the 
utilisation of sugarcane for sugar manufacture, but it is a 
demand of sugarcane for Gur and Khandsari that influences 
considerably the availability of sugarcane to vacuum p>an 
factories. The Gur and Khandsari units have generally 
freedom! to manoeuvre whenever the price of Gur and Kharidsari 
i s h i g h . 


TRENDS IN SUGARCANE PRODUCTION AND YIELD 

The area under sugarcane its production and yield per 
hectare had shown an upward trend during the period 1950-51 
to 1996-97 in the country. However, there had been 
yariations in both area under cane and production from year 
to year. For example while the yield per hectare during 
three vears period f rom -1975— /6 tO' 1977— 7S increased about 


to fines 






lormes, the yield per hectare declined to 49.1 tonnes in 
i9/S./y ; B.n%£. *i-T=:-r. i-onries in 1979“"30 ' due. .to , . , unf avourabie 

weather,, coriditiQ.iis„ The yeild per hectare in 1980-81 again: 
increased to '57.8 tonnes and to 58.4. tonnes during' ' "1981-82. 
The , yield per hectare was 59.9 htonnes. in 1985— S6', 65.6 

. tonnes- in i-rc3'?*“90 and / 1 » 1 ■.tonnes'- in 1994—95 the highest ever 
acriievsa so ,f'ar due to favourable weather conditions at, the. 
tiffie ' of sowing and also dur ing ' th-e ■ growth period. like the 
years' '1981—82 and 1987— SS j • 5»S»4 tonrses and ■ 60.0 torsnes 
respectively' (Table 3.1). 

In Uttar Pradesh too? the 'area, production and yield 
showed an up^Sird trend since 1950-51. During 1975-76: to 
1977—73. the area of sugarcane increased fro.fn 1441 thousand ■■ 
hectare to 1637 thousand ' hectare and producti'on' rose 5S339 
thousand tonnes to 76819 thousand tonnes respectively. T-he 
highest even a c o i e v e ds i n c e ■ 1 950—5 1 u p t o 1 996—97 in the 
suaB.r€B.n'e ' area and in. sugarcane productior • was' the year, 1995— 
96. In this- year the area under sugarcane crop .was 1974 
thousand hectare and th 'sugarcane orcsduct ion . was 119830 
thousand tonnes. ,The' ''yield ' was also - highest ev.en 60.70 
tonnes s-ince 19,50-51" '- to ' .’1996-97.' Jhis' :wa5'- because , of,' 

F* ^ l^j'i g. ii?e.a11'i”ser . coiig.i lx. on in .. U.r » .i sie uu^cir ca.iie 
cultivation i'o , state - seen,': in, ,teriBS o.ftotai area under 
sugarcane shows a. fluct-uating -Lrend. . in the year ,19// — /o L.ne 
total area ' unde.r- sugar cane was '1637 t ho us arid hectares, which 
'wo rk ed ou.t.^. t o , 'be . 8 » 97 ., / of--the . net area sown . , i.n , •w,he. 

state « ,.- The year', ,". 1980'— Si. ..witnes-.sed the ■ ieaa . . araa un.der 



area sown 


of 1807 


thousand 


Government 


Table 3*1 


*. ftygrage Production and Yield per Hectare of .Sugar 

Cane (All India and 




ALL INDIA 


UTTAR PRADESH 

Year/ 

ftrea 

F redu- 

Yield 

Area 

Produ- 

Yield 

SeasQFr 

. ,COQO 

ction ■ 

per ha* 

<000 

ction 

pe r ha . 


ha * 

COOG . . 

Cm 

ha * ) ■ 

COOO 

(in 



tonnes) 

tonnes) - 


':toririe5). 

tonnes) 


1950-51 

1707 

69920 

41.0 

1014 

40030 

39.47 

1955-56 

1846 

72692 

39-4 

1101 

40537 

36.81 

1960-61 

S514 

1 10544 

45.8 

1329 

54516 

41.02 

1965-66 

2836 

123990 

43.7 

1490 

56650 

38.02 

1970-71 

2617 

126368 

48.3 

1345 

54672 

40.64 

1975-76 

2772 

140604 

50.9 

1441 

58359 

40.49 

1976-77 

2866 

153007 

53.4 

1456 

65215 

44.79 

1977-7S 

3151 

176966 

56.2 

1637 

768 19 

46.93 

197S— 79 

3088 

151656 

49.1 

1634 

62324 

38.14 

1979-80 

2618 

128833 

49,2 

1373 

51228 

37.21 

19S0-S1 

2667 

154247 

57.8 

1363 

64205 

47.10 

19S1-S2 

3193 

186350 

58.4 

1660 

76440 

46.05 

19SE— S3 

3357 

189505 

56.4 

1783 

81387 

45.65 

19S3-S4 

3110 

174076 

56.0 

1688 

78323 

' , 46 » 40 

19S4— 85 

2953 

,170319 

57.0 

1536 

70633 

■ ^5 99 

1 9S5— S6 

2859 

■ 170648 - 

59.9 

1490 

73058 

49.03 

1 9S6— S7 

3079 

1 86090 

60.4 

1678 

84736 

30.49 

1987— SS 

' 3279 

196737 

60.0 

1807 

93350 

51.66 

19S8-S9 


203037 

61.0 

1779 

89371 

50.23 

1989-90 

3438 

225569 

65.6 

1761 

97422 

55.32 

1 ^^0—9 1 ■ 

U- 0 C 56 

241045 

65.4 

1856 

103562 

55.79 

1991-92, 

■■ 3844 

253995. 

66 . 1 

1933 

111098 

57.47 

1992-93 

' 3572 

228033 

63 . S 

1858 

102929 

55.39 

1 993—94 

"3422' 

22965>9 ■ 

67.1 

1761 

104082 

59.10 

i 994—95, 

38 1 


71.1 

1332 

109908 

60 . 00 

1993^—96 

4 *1 3 V 

282940 

68.4 ' 

1974 

119830 

60.70 


4011 

' 273c? /9 

68 .2 

1970 

1 1 8540 

60.18 

.Source s 

Indian 

Sugar Year 

Book. C.1 

995-96-97 ) 

, ISHA/ 

New Delhi 
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earlier reports on policy. for sugarcane had observed that the 
tixation of statutory ffiiniirsuffi price at a level lower than 
that , recGiBfiiended .'by . -' the CoinfUiission not' ' only ' adv.ersfcly 
affected the . supply .of sugarcane but also -.resulted in 
escalati.ng ' demand ■ for sugar* The- CACP in- its., report -hacl 
advised against the fixation of State Advised .Prices, (SAP) 


and had stated that the state ooverniBeiit should not 


increase 


the level of stats advised prices any further and. gradually 
the system of state advised pu’ice be dcine' away ; with* - This 
suggestion of . the commission however . has not found ' favour 
with the state Government ■ so far. In inany staies? the stats 


aovised once 


.levels in conf orin-ity -. wi th . the 


fsrice trends with other competing crops* -In -this' way? 
Central Government fixes the sugarcane pric.e . for a sugar 
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Tie- ' :sugarcane . '- prices wh 


i ch . .were reconiiiiendec 


.. c.oiBm 1 s s : 


ifiy price- fixed .by the Central' Gover nifisrii* anc 


a c t ua j 


^ = -.rsri-ce oa 


hv ' Ottar Pradesh - Sugar ' Pacto.rie--, 


— 



ecagRifieiiclecI ii’ 


Soverriiient 


corriifierided 
















Governifient ■ aiifioiinced the ' statutory miniiiiia price 


recoifiifsericlea 


ffuniffiiiiti. 


toe oovernfineTiI 


various agricultural cofi^iniotlit ies » The niiils associat ioTi had 


H ini fill.®' 


ernmeri 


ry ' minimum ' pr 


46 




to a basic recovery of S.5 per cent for the years 1993-94^ 
1994-95^ 1995-96 and 1996-97 respectively. yith the 
announcement of the Statutory liinimum Cane Prices (SilP), 
State Governments simultaneously announced high state advised 
prices (SAP), despite being urged repeatedly to refrain from 
announcing such cane prices as only the central government 
had the authority to fix the sugarcane price under the sugar 
control order 1966. The U.P. Sugar Mills Association 
accordingly represented this matter to the State Government 
that it would not be possible to pay such high state advised 
cane prices any more and subsequently filed a writ petition 
in the Allahabad High Court challenging the fixation of state 
advised cane prices. The Allahabad High Court by a land mark 
judgement dated 11 December. 1996, decided that tlie State 
Government had no power to fix the state advised prices for 
the cane under any status and quashed the order dated 15 
Nobember 1996, issued by the U.P. State Government fixing the 
state advised cane price at ks.7E per quintal for the season 
1996-97. Further, the court directed the Central Government 
to constitute a High Powered Committee to study the various 
asftects of the sugar industry and make recommendations to 
thoroughly revise the laws prevailing in India relating to 
sugar and sugarcane. 

From the above it is clear that the production of 
sugarcane depends on acreage under the crop and the 
productivity of sugarcane per hectates, as well as, the 
weather conditions in our country. Although, there is an 
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f; 


lipward. . trend in sugarcane, prodactioriy 'areaa and yield „ since 
1950—51 to 1996—97 but variation is also there froii year to 
year. ■ These variations ef feet ■ the 'supply of sugarcane to the 
'Sugar, industry.^ ■ Another factor'? which inf litences to the 
farmers towards the cash crop?-, is -the fixation of ■ sugarcane , 
psrices. fay the C3overn.ir!erit , If the, prices are , favourable to- 
the farmers' sugarcane acreage- increases and leads,, t.o over 
product i on » This over production of the sugarcane crop- may 
become a faurden to the sugar mills to crush the crop , y-ptci ,tne 
moiiths , Hay and June., .This crushingy in hot months? is ■ very 
uneconomical ' to ' the, mi 1 Is . ' So mills refuse to' take' such 
supply and . f ariTie rs are bound . to hurfi .their .sugar.caiie crop, .to 
clear ,, thei r .f lelds for another crops. .'For the .next,,,, season,' 
farmers take interest in another ' coiriparat'ive .cash- crops*.- 
This ' result low cane acreage -and makes sugarcan.e . supply- -, to -; 
the sugar . industry in a ' f luctuat ing irianrier* 


Sugarcane '"'as a great sign:’ -fi can ce for 'the .sugar 


industry? as' - it accounts- 70 pr cent of the -cost .of - 'sugar 


production* As. we .have, seen above that both the' " conditions 


of short' and, surplus .supply of 'sugarcane to .the . sugar 


industry do not serve the purpose of. the industry p,rQperly' 
and Meads'.' ultimately to the losses* It is necessary for 
sugar ,■ .i.ridustry / to get sugarcane.... supply smoothly and 
reg'ul.arly » ' - Hehta? a. renouned economist ' rightly " says . -^take 
care -of your agciculture and your industries will take , ..care 



.of themselv.es 
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B.ut particularly in sug'arcane , , crop? we. 
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hould be very careful at the time of price fixation o 


Because sugar industr 
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heavy losses on the one hand and the farmers are not 


sugar crops for months and some time for 
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SUGAR XNDUSTRY AND 
GOVERNMENT INTERVENTION 
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This industry has to work under the effective control of 
Government, such as, licence for the stafal ishmeiit of new 
sugar mill and for the extension; of old mills, minimurri 
statutory prices of sugarcane 'and the price fixed fay the 
State Government, control on sugar production, release for 
finished products, sale and the price of the sugar. In 
recent years, controls have come under heavy attack as these 


are neia res 


ponsible for the slow growth in the productivity 


and efficiency of Indian industry. 


Industrial licence applications for the establishment of 
new sugar mills as well as expansion in the existing units 
were reguired to fae 5 ufaiT!itt.-ed to the SixaCre Goverriment for 
onward transmission to the Secretariat for Industrial 
Approvals in the Department of Industrial Development. The 
State Government while forwarding applications should send 
their recommendation along with cane availability position in 
the prescribed proforma and they may also certify that no 
sugar ufiit is licensed in tne district in which the location 
of a new sugar factory is proposed. 


The Government of India have reviewed the guidelines for 
licensing of new and expansion of existing sugar factories 
issues vide Ministry’s Press Mote Mo. 16(1991) dated Movember 


The existing guidelines need revision in order tc 
take into account the changes in the business scenaric 
followina economic liberalisation, the need for introducing 


iimplified and transparent procedures and th 


1 e ,t s c hn e is g i c 



new sugar factories will continue to be 


a minimum economic capacity S500 tonnes cane 


crushed per day (TCD). There will not be any maximum limit 


on such capacity. Preference in licensing would be given to 


ntegrated complexes producing value add 


o piiieri 


the proposed new sugar factory and an existing already 


be not less than 15 kilometres 


would be cane availab 


development of sugarcane or both. Otherthings being equal 


from 


ftl though 


conditions of issuing a licence to the new sugar mills but it 
is still require a bold step forward from the Government side 


to attract more entrepreneurs to establish new sugar mills in 
the country. Sugar industry must be relaxed from licensing 


much 
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the prodution of sugarcane is increasing every year, there is 
a faig scope for new sugar mills. As far as existing units of 
sugar industry is concerned, in this state, most of the sugar 
mills are fairly old and are not working properly. These 
units should be rehabilitated and must be attained their 
crushing capacity upto the economic viability. Under the new 
policy formulated by the Government, it is considered that 
the optimum capacity is S500 tonnes per day and that existing 
unit should be allowed to raise their capacity to this level, 
where the required additional quantities of sugarcane can be 
assured. In this connection. Government should provide soft 
loans to the sick units on the priority basis. 



In order to achieve the sugar production upto the 
internal requi rement and surplus (for export). Central 
Government controls and fixes the cane price. It also 
protect the interest of growers and ensure the supply to the 
sugar mills. Further State Governments again declare the 
State Advice Price (SAP) for the same season, generally 
higher side. This is because of two main reasons — first is 
the price trend with other cash crops in the concerning 
state, and second is the political. If State Advice Price is 
fixed reasonably higher because of other competitive crops, 
it may attract the growers and increase the cane production, 
with a regular supply and without affecting sugar mills but 
if it is because of political reasons it is most of the time 
harmful to the sugar mills. Government should be very 
careful while fixing sugar cane price. Practically there 
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should not be any political interference at the time of price 
fixation of this crop, because its affect fall directly on 
the cane crop as well as sugar industry. Regarding the 
Government Cane Price Policy, much has been already said in 
chapter third. 

Government also control the price of sugar and it's 
release to the market on monthly basis. ft dual pricing 
policy is working under the Government control. Dual pricing 
in sugar is an instrument for providing a certain quantity la 
piart of the ned) of sugar to urban consumers at an assured 
'reasonable* price, through the public distribution system, 
allowing the mills to sell a portion of their output at a 
higher price in the free market. However, the free market is 
not really free, since the quantity of sugar offered is 
determined by quotas set by Government. For the year 1978— 
79, the Government reviewed the policy in the month of ftugust 
197S and decided to decontrol sugar with effect from ftugust 
16, 1978. Simultaneously, the Government also withdrew the 

well conceived system of release of sugar which was never 
dispensed within the past, even during periods of detontrol- 
This decontrol policy of sugar was adopted by the Government 
in view to increase the consumption of sugar in order to 
balance the sugar economy. The effect of decontrol levy 
sugar was proved good enough, as production of sugar and the 
carry over stocks rises upi during the period, but the 
consequnce of decontrol of release of sugar from the mills to 
the market was proved very poor to the sugar mills. There 
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With a large output, the carry-over atocka at the end of 
77 7S aeason reached an all-time record figure of 32.89 
lakh tonnea. With the continuou, decline in pricea economic 
Viability of the industry „as seriously impaired and 
pac.tated its ability to maintain cane payments, wage 
payments and other obligations. Under such circumstances the 

industry in all the three sectors, namely, the Joint Stock 

Sector, the Public Sector and ^ ___ r. . 
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sugar since 1978-79, considering this year 

year. 


as an experimental 


In recent years, sugar situation is going on 

deteriorating in the country. India is going on importing 
sugar, even with a great controversy, with an argument to 
satisfy internal demand as well as to regulate the sugar 
price. This imported sugar, adversely affecting sugar 
industry and country’s economy. Country is loosing foreign 
currency by one hand and sugar industry is facing crisis on 
the other, because industry has to compete with the price of 
imported sugar. So industry has checked its production 
instead of improving the production to satisfy internal 
demand. It is badly affecting to our cane growers, because 
sugar mills started refusing to take sugarcane for furtiier 
crushing. Although, India is having almost ail the important 
basic P'otentials like raw material (sugar cane in surplus), 

abandoned labour and land for the industry, etc. for the 

development of this industry and for improving of production 
within the country. Now question is why we are importing 

sugar? It may be for the reason one or other - but one of 

the major reason is Government sugar policy, which needs a 
positive change. 


SAMPLE SUGAR HILLS OF UTTAR PRADESH 



Two sugar mills have been taken as a sample sugar mill 
from District Bijnor.U.P. for the study. One is Dhamour 
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Sugar Hills, which is in private sector and production wise, 
one of the lading sugar mills in the country. Other is 
Chandpur Sugar Hills, which is in Corporation Limited sector, 
under U.P. State Government. It has been found that both the 
sugar mills have worked less duration in the season 1997-98 
as compared to the season 1996-97, resulting less cane 
crushed and low sugar production. Table 4.3 depicts the fact 
that sugar piroduction of the both sugar mills were lesser in 
season 1997-98 as compared to last season 1996-97, because 
both mills had stopped their crushing, two weeks earlier than 
the previous season. The figure of time account also shows 
(Table 4.3) that toal hours lost in the production process 
were lesser (152.97 hours) in 1997-98 season as compared to 
1996-97 season in Dhampur Sugar Mills but it was slight 
higher (64 hours) in Chandpur Sugar Hills. This hours lost 
in Chandpur Sugar Mills was due to labour problem which was 
not in the last season. Another important thing emerges from 
the table 4.3, is the hours lost due to the shortage of cane, 
increases in this season 1997-98 in comparison with the 
season 1996—97. 

The short supply of cane to the sugar mills is not 
always because of low cane crop but it may be due to the cane 
diversion to another sweetner units, like Gur and Khandsari 
units. Sometimes these khandsari units pay higher price than 
the large sugar, mills to attract cane growers. As soovi as 
cane supply started divert ing f rom sugar mills to these units 
and becomes sufficient, they control the can price by 
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Cfiaiicf 
CUP S 


I 
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Dhampur Sugar 
Hills (Pvt. Ltd.) 


Season Season Seas^ 

1997-9a 1996-97 1997- 


Time Account 


1 D-atrS o-f S'tart- 


17. 11.97 

29.11.96 

22.11.97 

22.11.96 

f Date of finish 


30.04.9S 

27.05.97 

25.04.98 

16.05.97 

1 Total hrs« actiial crushing 

3205.44 

3417.37 

3283.00 

3863.00 

iJotal hours lost 

! 


747.46 

900.43 

401.00 

337,00 

f (a) Cane Shortage 


277.55 

136.49 

98.30 

58. CM) 

, (b> He chan i cal 


279.01 

318.49 

93.15 

131.00 

< c) Process 


Nil 

2.32 

Nil 

Nil 

; (d> Miscellaneous 


190.50 

442.42 

33.15 

35.30 

Me) General Cleaning 


- 

_ 

126.00 

112.30 

1 Cf) Labour Trouble 


_ 

— 

52.00 

' ■ 

Cg) Grower’s Trouble 


- 

- 

- 


1 Cane Crushed 






1 Ca) Own Estate Cane CQtls) 

35483.32 

65671 .76 

389.49 

253.59. 

1 Cb> Gate Cane (Otis) 


383062.42 

4144776.33 

1459595.41 

1454984.64 

1 (c) Outstation Cane— Rail 


Nil 

Nil 

Nil 

Nil 

i (d) Other than Rail Cane 

1 

9596S63.57 

9671755.49 

1893676.27 

1967824.78 

1 Total (Qtls . ) 

13513375.31 

13882263.58 

3353660.17 

3423063.01 

** Suqar « Total Suaar' Baooeci . 

: 




•; (a) No. of Bags 






i (White S Brown) 


1306500 

1380220 

319225 

324210 

i (b) (3ty. (White it Brown ) (Ton ) 130650 

138022 

31922.5 

32421 

(c) Total Sugar Made (Tons) 

130650 

138022 

■31966.3 

32455.6 

: Cd) Total Met Sugar Hade 

(T) 130472.31 

137669.44 

31515.5 

32029.8 

Recoverv' , .. .■ 






(a) Average recovery of Sugar 




(X) Cane 


9.66 

9.92 

9.40 

9.36 

(b) Avg. Prodn. of Final 






Molasses (%) Cane 


4.76 

« 

4.79 

5.49 


Established Crushing 

Capacity TTDC) 10.000 10.000 4000 4000 
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offering lower price for the cetne to the growers in the same 
■season. But sygar »ills cannot adopt this practice as they 

have to work under the certain norms, control by the 
Government. This diversion of cane adversely affects the 
sugar mills and their production. This very problem is t!ie 
special feature of UP State, because the highest number of 
khandsari units are located in this state in the country. At 
the time of field survey authorities of the both mills 
narrated this p>rQblem. This usually creates can shortage for 
the sugar mills and mills lost hours in crushing. 

GOVERNMENT POLICY FOR KHANDSARI UNITS 

The process of producing khandsari has developed from a 

very primitive technology. Between 1936 and 1948 the Gur and 

Khandsari scheme of Bilsari was instrumental in developing a 

new process known as the ’Open Pan Sul phitation’ (OPS>. This 

process not only improved the sugar recovery but also the 

quality of traditional khandsari sugar. The technology 

employed is a simple version of the chemical processes in the 

sugar mill, but with some characteristics of the khandsari 

sugar cottage industry. In favourable circumstances the 

sugar produced in small units is of the same technical 

standard, in the terms of colour, size and dryness of the 

crystals as average mill sugar, although it is more generally 

4 

not quite upto that standard- C.G. Baron elaborated that 
the distinction between mill sugar and OPS sugar was one to 
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be drawn only by a specialist. A technologist at the 
National Federation of Cooperative Sugar Factories agreed tht 
some of the OPS sugar was 'very good*. The extent to which 
OPS sugar deviates from the best standards of white, hard dry 
crystals is certainly dependent upon the deligence and skill 
of the supervisors in the small scale units, which vary- In 
the mills, on the other hand, the chemical processes ~ 
boiling times and temperatures, etc. are well known and 
documented. Government also instituted a research scheme for 
improving the efficiency of khandsari units and then these 
units also started producing white crystal sugar by adding 
sulphitation technique in khandsari. Although even today not 
ail khandsari units are sulphitation units. 


S 


Table 4.4 shows, the total number of khandsari units 
the year 1975-76 to 1997-98. This table gives the 


number of license 


d units and working units of khandsari. 


yeaf^j^ise, as well as suplhur and non— sulphur units in both 
the conditions in Uttar Pradesh. Table 4.5, which can be 
treated as supplementary table to Table 4.4 furnished more 
information regarding the Khandsari units of U.P. like - cane 
crushed, khandsari production, price of cane. It is quite 
interesting to note that despite the fact that the total 
number of khandsari units showing a declining trend but the 
total quantum of sugarcane crushed has increased over the 
years. Between 1974— 75 and 1996—97, the number of khandsari 
units were reduced to less than half, but the total quantity 
of sugarcane crushed increased iaore than double and 
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Year 

Licensed Units 

Sulphur Non-Sulphur 

Total 

Norking Units 

Sulphur Non-Sulphur 

Total 

1975-78 

1219 

2858 

4077 

1038 

2462 

3500 

1976-77 

1189 

2265 

3450 

1033 

2103 

3136 ' 

1977-78 

1420 

26S6 ■ 

4106 

1075 

1884 

2959 

1978-79 

1106 

2069 

3175 

- S12 

1597 

2409 

1979-80 

882 

1857 

2739 

769 

1551 

2320 

1980-81 

1010 

1856 

2675 

944 

1692 

2636 : 

1981-SE 

997 

1816 

2813 

943 

1548 

2501 

1982-83 

1039 

1722 

2761 

883 

1301 

2184 

1983-84 

905 

1469 

2374 

830 

1211 

2041 

1984-85 

818 

1259 

2077 

726 

1082 

1801 

1985-86 

777 

1163 

1940 

713 

1031 

1744 

1986—87 

746 

1128 

1374 

714 

1053 

1767 

1987—88 

N.A. 

N.A. 

1815 

N.A. 

N.A. 

1666 

1988-89 

N.A. 

N.A. 

1744 

N.A. 

N.A. 

1600 

1989-90 

647 

996 

1643 

627 

925 

1552 

1990-91 

628 

934 

1562 

606 

833 

1439 ' 

1991-92 

588 

891 

1479 

548 

759 

■1307 

1992-93 

■516 

780 

1296 

498 

683 

1181 

1993-94 

,479' 

795 

1274 

463 

748 

1211 

1994-95 

483 

786 

1268 

469 

722 

1191 

1995-96 

,445 

767 

1212 

412 

670 

1QSE 

1996-97 

414 

735 

1149 

394 

646 

1040 

1997-98* 

393 

705 

1098 

370 

641 

1011 


-s- UptQ March 31r 1998. 

r C Sugar Comiisissirmer^s Officfey Lucknow. 


Source 



production of khandsari sugar has increased about three-times 
(See Table 4,5). This is possibly so because despite the 
problems of the khandsari sector, those who hve survived are 
more efficient units. .They have increased their crushing 
capacity by increasing the total daily crushing time and by 


increasing the size and number of crushers. They hav 


e aiso 


adopted new technological measures. Graph II shows declining 
trend of khandsari units between 1974-75 to 1996—97 in U.P. 
and Graph III shows an increasing trend in production of 
khandsari in these units during the same period of time. 

Khandsari units are having the great advantage of 
taKation from Government side, either they are almost free 
from taxes or are paying very nominal tax as compared to big 
sugar mills. A nominal excise duty at the rate of 50 paise 
per quintal was levied on Kiiandsari with effect from Harch 1, 
1932, but same was withdrawn from July, 1952. Khandsari 
sugar was thus, free from payment of any excise duty since 
then. After the doufalinq of excise duty on crystal sugar 
from R 5 .ll.O 6 to Rs.22.15 per quintal on May 6 , 1953, the 
parity in taxation that existed between crystal sugar on the 
one hand and khandsari on the other was completely lost. 
This placed the khandsari at a very great advantage for 
attracting cane from factory areas, though payment of higher 
cane prices specially in the year of cane shortage.^ 
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Again aflier a long interval o-f time Government realizes 
to impose some excise duty on khandsari sector. An excise 
duty at the rate of Rs. 5. 60 per quintal was levied in the 
budget for 1959—60, presented fay the Union Finance Hinister, 
besides an additional excise duty of Rs.3.31 in replacement ; 

of sales tax. As a matter of fact this excise duty was not 

t ' ■. . ■ ' ' . 

I fair for those khandsari units, not using sulphitation plant 

^ and making inferior quality of sugar. it was again a 

: descriminating policy of taxation by the Government within i 

' — •■'■■■ ' . ■ . : 

: the khandsari sector. However, one representat ion made by | 

f’ ' ■ ' ' ■ ' ■ ' ' ■ ' ^ 

I the khandsari ssctor, -on April EOy 1965:r khandsari sugar', 'was | 

? ' " ■ ■' ■ "" ! 

I’ divied into . two categories .s Ci) khandsari : sugar 'produced, | 

r ■' '■ ' ' ' ' ' ' I 

with' the aid 'of sulphitationss and C i i ,} khandsari, .'sugar ' | 

produced . without the aid ■ of ' sul phi tat ion « ',The basi c, ' ,' excise ' j 

duty on sulphitation, khandsari sugar was levied by a, separate ,, I 

■ ^ , ■ ' ' i 

notification at Rs «5»{)5 ' per. quintal and the additional , duty , ■ ■ j 

at R5*0-63 per quintal* -These, excise duty, on Tion—sul.phur 'i 

i ' ■ - ■ , ,, - \ 

j‘ khandsari was , Rs«4«41 per quintal*:. The effective, rate of ' 

i additional duty from the bove rate was however, Rs.1.24 per ? 

; quintal for sulphitation units and for non-sul phitation units i 

I at 96 paise per quintal. This rate continued upto March 1, ! 

' 1966, when the tariff rate of excise duty on khandsari was 

increased from Rs. 11. 14 to Rs.15.E4 per quintal. From 




auly of lts»*o plus f?s.«2«50 as additicmal excise dutyy i«e« a 

total of Rs. 17.50 per quintal. 


ram March 1, 1969, the basis for levey 


of excise dut' 


on crystal sugar as also on khandsari had been changed from 
per quintal rate to advalorem, the tariff rate of duty on 
khandsari was fixed at 10 p*er cent advalorem for basic duty 


and 4 per cent advalorem for additional duty 


in replacemenl 


ot saxes tax 


However, the effective rate was 10 per cent 


advalorem for basic duty and 2.5 per cent advalorefir for 
additional duty on both the khandsari sugar produced with aid 
f sulphitation plant and without the aid of sulphitation 
plant. Effective from March 1, 1970, the tariff rate of duty 
on khandsari sugar was 15 per cent advalorem for basic duty 
and 7 per cent advalorem for additional duty in replacement 
of sales tax. The basic effective rate of duty on khandsari 
was also 15 per cent advalorem while the effective rate of 
additional excise duty continued to be only 2.5 per cent 
advalorem as before. 


Apart from the above, the Government had also notified a 
separate compound rate of excise duty in respect of khandsari 
units working with or without the aid of sulphitation plants 
based on the number of centrifugals employed- On February 4, 
197S, the basic duty under the normal procedure levied on 
handsari was reduced from 15 per cent to 7 per cent. In 


espect of non-sulphur khandsari, the n 
f the order of 25 per cent against 50 


iuction in QUvv was 


cent in caseof 


ur khandsari 
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Apart from excise duty,' the khandsari in U.P. were 
required to pay ^ purchase tax on cane purchased by theni. 
Prior to 1967-68, the rate of purcahse tax was 50 paise per 
quintal of sugarcane in, case same was purchased from area 
within a radium of 10 miles from the vacuum pan sugar 
factories and in respect -of sugarcane purchased beyond 10 
miles, tax was at the rate of E5 paise per quintal. However, 
during the season 1967— 6S the purchase tax had been levied fay 
the U.P. Government at a uniform rate of 50 paise per quintal 
regardless of the distance of the area from which the sugar 
cane was purchased. The same rate continued in 1968-69 
season also. In view of the glut of sugarcane in 1969-70, 
the State Government of U.P. had exempted cane meant for 
khandsari manufacture from the levy of purchase tax. 
However, in the years 1970-71, 197E-73, 1973-74, 1974-75 and 
^ 9 -j 9 _ 3 Q State Government of U.P. had again reimposed cane 
cess on cane purchased by .khandsari. 



The Government of India by a notification dated July 29, 
?90, issued by the Department of Food imposed certain 

fstrictions on 'sale and despatch of khandsari sugar. As per 
se order, every producer of khandsari was required to 

fciare his opening stocks as on July 31, 1988 and also the 
lantity produced in each month thereafter till September 30, 
?8S. Further, they were required to sell and despatch the 
*Qcks as on July 31, 1988 together with those produced after 

riy' 31 ' and upto September 30, 1988 latest by October 31, 


1988 in the manner that not less than 40 per cent of the 





opening stocks as on July 31, 1988, during the month of 
August 1988 and not less than 40 per cent of the opening 
stocks as on the September 1, 1988, during the month of 
September, 1988. A smilar notification was issued during 


1989-90 and 1990-91 season a 


s well . So far as : gur ii 


concerned it is completely eKempted from any taxation. in 
few states. It is subjected to very nominal rate of sales 


Government also control some of the by-products of the 
sugar mills and khandsari units by imposing excise duty on 
them. The major by-products of this industry are - Holasses, 
Bagasse and Pressmud or Press cake. Molasses is the main by- 
product in the manufacturing of sugar. Molasses was 
classified under the taxable item and subjected to a duty of 
8 per cent advalorem till the Union budget of 1980—81. 


EXCISE DUTY ON MOLASSES" 


The sugar factory molasses in the budget proposals for 
1980-81 were re-classified under the new tariff and subjected 


to a f ixea 


dutv of Rs. 30 per tonne and surcharge at 


the rateot 5 per cent. 


iith effect from October 1, 1987 the 


excise diitrV on no-la'^ses 


5 was raised to fls* 60 - per , toTine. 


Government further increased the duty on sugar factory 


iiiciiasses .t.roiB its ».60 per 


to, Rsa.ISO ■ : per . tonne- . The, 


excise dii'tv on"'" irici lasses"' 'was- raised, '■■■■.tO', :R,s « 1a0 per ^.tonne'^ ^ in 
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1990-91 and Rs.175 per tonne in 1991-92 and Rs.EOO per tonne 
in 1992— 93. In the budget for 1994—95 the excise duty on 
molasses was converted into an advalorero rate of duty at the 
rate of 20 per cent. The khandsari molasses however, 
continue to be exempted. 


In the budget for 1997— 9S, molasses was subject to a 
steep increase in excise duty, from the existing rate of SO 
per cent advalorem the duty was increased to Rs,500 per tonne 



on the sole consideration that molasses is principally used 
for production of liquor. A similar excise duty was also 
levied on khandsari molasses. This was a welcome step to 
maintain some parity between sugar mills and khandsari units. 
However, the mode of payment of duty has been shifted fro® 
the khandsari units to the purchasing disti 1 iaries , Further, 
excise duty on khandsari molasses is exempted so long as it 
is used for any other purpose except distillation. 

It is clear from the above that sugar industry is 
working under the complete control of Central and State 
Governments. Almost each and every department of this 
industry, i.e. since installation of mill, purchase of raw 
material to finished product and by— products are under the 
effectie control of Government. Sugar, gradually became the 
item of mass consumption. Any fluctuation in the production 
of sugar and its price, effects not only to the consumers but 
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the economy. Since we do have plenty of suyarcane and 
abandoned of labour, we can improve our production and can 
fist satisfy our internal demand. For example in the state 
of U.P., our sugar mills are crushing only 33 per cent of the 
total produce of its sugarcane. Even then, sugar industry in 
the recent years passing through crisis. At this juncture it 
is necessary for the Government to make a sound sugar poiicy- 


i As far as khandsari units are concerned they have 

achieved highest level of improvement by adopting new 
technology of open pan sulphitation. Those could not do so, 
they vanished in course of time (See Table 4.4). Under the 
process of developmnt, those khandsari units are still not 
I having sulphitation plant are trying to install open pan 

j sulphitation technology and those units are having 

I : 

j sulphitation plant in OPS are working extremely well, and are 

i 

j now in p<Qsition to adopt vacuum pan technology. But they can 

j not convert their OPS plant into VPS plant without the 

j ' ■ ' 

i pgririissiori CLi eeri ce ) ■ f rom the Gave mirieet side..',. In this. €a,se 

Gave rnirjent shauid ■ peririit .them ta adopt VPB ' technolagy, so that 

i 

they can ' save the ^A^aste at siigarcane' and .will' -tie' able . to 
serve nat iop.al . interest . . 
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Government. According to Industries Development and 
Regulation Act 1951. it became incumbent on each entrepreneur 
to take a licence from the Government af India both for 

establishment of new sugar factories and expansion of the 

daily cane crushing capacity of the existing sugar factories. 


The Central Government fixes the support price of 
sugarcane every year. The State Governments usually refix 
tnis support price by making further enhancement on the plea 
oT providing remunerative price of sugarcane growers. 
Political interference also rose in this industry. because 
tne product of this industry now became the item of mass 
consumption and raw matarial comes from the rural area. The 
combined impact of these interventions results into more 

losses than gains at national level and plung the industry 

into crisis* 


In sugar industry, sugarcane plays an important role. 
The cost of sugarcane accounts for about 70 per cent of the 
cost of sugar production. It is necessary that ■ adequate 
quantity and good quality of sugarcane is supplied to the 
^mills on a regular basis. In the years of surplus supply, 
the position of sugar factory becomes a bit odd. because they 
are compelled both by the Government and cane growers to 
prolong their crushing season, often during the summer heat, 
yith the result that the recovery falls down to the minimum, 
putting the industry to a loss. On the other side. during 
the season of short cane supply. ■ the problem of sugar 
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factories is aggravated more. The Gur and Khandsari, being 

free from control, become the harder contestants for the cane 
supply. 

The interest of growers of sugarcane, which is a conunon 
input for all the sweeteners, is to obtain a high price for 
their produce. This is clear enough, but it is also b^cksd 
up by economic arguments, such as rising input costs, 
inflation in general and parity with industrial prices- 
Further, if the recovery of sugar from sugarcane is 
approximately taken to be 10 per cent the cost of sugar to 
mills worked out at around 13 times the price paid by them 
for sugarcane. yhat it suggests is that increases in cane 
prices have a tendency to raise the cost of production of 
sugar manifold. That is why. Government policy must be very 
sound in connection with price fixation of sugarcane crop. 

Tnere should not be any political interference at the time of 

‘ % ■ ■ ■ 

fixatioF! of state advised cane price* 


yhenever I-he percentage use uf sugarcane increased in 
sugar iTiills, tor the. producti.on of white sugar the percentage 
of sugarcane use decreases in production of Gur . and 
Khandsarii During the year when sugarcane .crop was\pi3Cir and 
lesser, supply to sugarmillsy the percentage use of ■ sugarcane 


increased in the ■ nuanufac curing of Gur and |{ha.nd5a.ri Such ... 
aS y per centage use of sugarcane was 4S*S per cent, , in, Gur and 
'Khandsari in the year^ of noririal crop season 197S-^79 and . 39 » 4 
per cent was in sugar, friill,s« It was as high- as ,5S.D .,pe,r,;,, cent , 
Utilization of sugarcane. \ in Gur, '.and. . Il,handsari ; ,,un,its'' v:,',,aTid ' 
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decreases use of sugarcane in mills to 30.3 per cent in the 
low crop season 1969-S0{ see Ch. Ill, Table 3 . 3 >. This is 
because of Goverment Policy, which have a complete control on 
sugar mills and a very minimum in case of Gur and Khandsari. 

Regarding Khandsari units, these are supplementary units 

at the time of good sugarcane crop for the sugar mills but 

competitive units at the time of poor sugarcane crop. These 
units naving a great advantage of taxation from Government 
side, either they are free from taxes or are paying very 
nominal taxes as compared to big mills- This parity in 
taxation, placed the Khandsari units at a very great 
advantage for attracting cane from factory areas, though 
payment of higher cane prices, specially in the year of cane 
shortage. Regarding the performance and number of these 
units, it is interesting that the total number of units, 
between 1974-75 and 1996-97, were reduced to less than half, 
but the total quantity of sugarcane crushed increased mure 
than double and production of Khandsari sugar has increased 
about three times (See Ch.IV, Table 4.5). This is because, 
despite the problems of khandsari sector, those who have 
survived, are more efficient units and adopted new 
technological measures. Host of them are in such advance 
stage that they should be permitted by the Government to 


install Vacuum Pan lechnoiogy instead of Open Pan. 




policy, which is an instrument for providing a certain 
quantity Ca part of the need) of sugar, mostly to urban 
consumers at ai. assured ’reasonable’ price. through the 
public distributing system, allowing the mills to sell a 
portion of their output at a higher price in the free market. 


However. the free market is not really free. since the 
quantity of sugar offered is determined fay quotas set by 
uiovernment. The Government acquires from the mills, the 
sugar needed for the public distribution system. The price 
of levy sugar is supposed to just cover the cost of sugar. 
Thus, if no profits are made by the mills on this portion of 
their sales, no losses are made either. The sugar mills are 
supposed to make th-ir .-ulife profits on the free market 
quotas allotted to them. 


Considering the importance of the 


consumer price indexj 


Government take steps to protect the urban consumers, who 
tend to link their wage demands to the price index. But 
uovernment’s dual pricing policy is a burden for the sugar 
mills and is not providing full quota of requirement, even to 


the urban consumers. Then mills try to sale 


free market 


sugar , on a very high price to compensate their profits of 


levy sugar. In this dual pricing policy, neithe 


r consumeri 


are benefited because they have to buy sugar from the open 


market at a very high price to meet their 


full requirement. 


nor sugar mills are interested to sell their product Ca part 
at -a zero per cent profit. ; 
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In recent years, sugar situation is deteriorating in the 
country because of the Government’s import policy. Indian 
Government is going on importing sugar, even with a great 
controversy, with an arguement to satisfy internal demand as 
well as to regulate the sugar price. The central government 
recently put the sugar under Open General Licence <OGL) at 5 
per cent, custom duty and allowed import of it at Rs.SSO per 
quintal. Because of its low rate of excise duty, this is a 
dirt cheap sugar than the internal sugar. This imported 
sugar is breaking the price of internal sugar, upto highly 
uneconomic level. Particularly U.P., being one of the 
leading sugar producing states in the country, is effecting 
badly with the Central uo vernment decision to import sugat on 
such a low rate of excise duty. U.P. sugar mills could not 
compete with the price of imported sugar and t!iey had stopped 
their production earlier than normal duration, during 1997-9S 
season. Sugar mills started refusing to take sugarcane for 

further crushing. Resulting imbalance of payment and 

accumulation of arrears. 


It is clear, cn the basis of the previous chapters and 
above summary, that the crisis in the sugar industry prevails 
mainly because of Government interventions in the form of 
poor post harvest processing technologies, poor sugarcane and 
sugar policy, much Government intervention and over political 
interference. At this juncture the study suggests the 
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SUGCESTICM^S PO LICY RECOHfgNDflTirMtfg 

In the ini,ed economy of the country’s all sectors, 
namely. Co-operative, private and public are national assets. 
Sugar industry is working in all these sectors. In recent 
years, crisis m sugar industry has been reached upto the 
alarming stage. So it is necessary that the Central 
Government and State Government should tackle the alarming 
situations of the industry particularly in Uttar Pradesh, 
whe. e highest number of sugar mill are located. Government 
should adopt a national and appropriate sugar policy, so as 
to save it from further deterioration, without any bias or 
discrimination resulting 'in greater harmony and coherence 
amongsts all these sectors. A scientific method of fixing 
the price of cane should be adopted. 

Demand of sugar is increasing in the country due to the 
high rate of population growth, urbanization, increase in 
income and other related factors but production is low as 
compared to demand. In this situation. Government should 
try to give more thrust on more use of sugarcane crop in the 
sugar mills for more sugar production. This is much required 
in Uttar Pradesh where only 33 per cent of the total produce 
of sugarcane in the state “is under the use of sugar mills. It 
can be done by the expansion and increase in crushing 
capacity of existing sugar mills and by issuing licences for 
new suQar mills. It will check the import of sugar and 
country will save the foreign currency. Simultaneously, a 



long term export policy will also help the sugar indust 


ry to 


get itself guarded to international standards. The industry 
deserves no doubt support to keep itself viable and in good 
health in view of its great econoiaic significance. 
Government should permit expansion on planned and phased 
basis of licence or restriction. This would render the plant 
economic and capable of speedier implementation by the 
Government. A long term sugar policy must be furnished by 
the Government so that it may be attuned to the needs of the 
development of sugarcane and sugar industry in the country 
with preferential treatment to sick sugar units. It would be 
very effective particularly for U.P. ^ where number of sick 
sugar units are higher. 

As far as Khandsari units are concerned, they are mostly 
concentrated in U.P. and most of them already attained the 
best technological improvements in Open Pan Sulphitation 
COPS) and are knocking for the Vacuum Pan Sulphitation (VPS) 
technology. In this connection Government should provide 

licences to these khandsari units to install VPS technology. 
This will improve the production of sugar and revenue for the 

Government on the one hand and will check the wastage of cane 

— which is a great national loss as well as competition 

between VPS and OPS on the other. 


with 


In recent years, India is going on Importing sugar, even 
a oreat controversv, with an argument to satisfy 


internal demand as well as to regulate the sugar price. 


sugar is a 


cost S-UyCvr .istii 


luse the excise duty on this 
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sugar is very low- This sugar is creating the problem for 
sugar mills- In this regard Government should increase 
excise duty so that our sugar industry may compete with the 
price of imported sugar. 

Thus- the current all India sugar scenario is anything 
but bright- Government should take above measures in the 
policy, which should be in long term. Government impart and 

j export policy must be very sound and efforts must be made to 

I 

\ bridge the gap between production and consumption also to 

control sugar price vis-a-vis to see a genuine profit of 
sugar industry and cane grovers and try to avoid the 

■ situation as the consumers are free to pay higher prices 

i ' 

while the sugar industry is reeling under heavy losses 
besides, the farmers are not paid for sugar crops for months 
and some times for years. 


CONCLUSIONS 

Study concludes that sugar industry has a great 
potential to outdo it’s crisis, which is mainly because of 
lack of a sound sugar policy. It is necessary for the 
Government to frame such a sugar policy, which invites tne 
entrepreneurs to install new sugar mills particularly in the 
state like U.P where only 33 per cent of the total produce 
of its sugarcane is used in the sugar mills. For old sugar 
mills Government should permit to increase their crushing 
capacity. For this, the process of licencing must be very 
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simple. Government should also give the licences to install 
VPS technology to those improved OPS units, those are seeking 
for the same. Government sugarcane price policy must be very 

practical and sugarcane price should he fixed without any 

political interference. Government should make a provision 

i' 

^ in the sugar policy to provide soft loans to the sick units 

* ■ ' 

on the priority basis. The levy and free sugar ratio, 40S60 

I is still continuing since 1990-91. This dual price policy 

' should be stopped and industry should be free to sale their 

sugar in the free market but the release of monthly sugar 
from the mill must be under the control of government. 

; Government should discourage the import of sugar fay imposing 

high rats of excise duly on the imported sugar and should be 
encouraged every possibility to crush more sugarcane by 
relaxinq in licensing for installation of new mills and 
expansion in the old sugar mills. 




